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§ 27.3 Definitions. 
The definitions contained in the Act 

(at 12 U.S.C. 3702) shall apply to this 
subpart, in addition to and as further 
clarified by the following definitions. 
As used in this subpart: 

General Counsel means the General 
Counsel of the Department of Housing 
and Urban Development; 

Multifamily mortgage does not include 
a mortgage covering a property on 
which there is located a one- to four- 
family residence, except when the one- 
to four-family residence is subject to a 
mortgage pursuant to section 202 of the 
Housing Act of 1959 (12 U.S.C. 1701q), or 
section 811 (42 U.S.C. 8013) of the Na-
tional Affordable Housing Act. The def-
inition of multifamily mortgage also 
includes a mortgage taken by the Sec-
retary in connection with the previous 
sale of the project by the Secretary 
(purchase money mortgage). 

§ 27.5 Prerequisites to foreclosure. 
Before commencement of a fore-

closure under the Act and this subpart, 
HUD will provide to the mortgagor an 
opportunity informally to present rea-
sons why the mortgage should not be 
foreclosed. Such opportunity may be 
provided before or after the designation 
of the foreclosure commissioner but be-
fore service of the notice of default and 
foreclosure. 

§ 27.10 Designation of a foreclosure 
commissioner. 

(a) When the Secretary determines 
that a multifamily mortgage should be 
foreclosed under the Act and this sub-
part, the General Counsel will select 
and designate one or more foreclosure 
commissioners to conduct the fore-
closure and sale. The method of selec-
tion and determination of the quali-
fications of the foreclosure commis-
sioner shall be at the discretion of the 
General Counsel, and the execution of a 
designation pursuant to paragraph (b) 
of this section shall be conclusive evi-
dence that the commissioner selected 
has been determined to be qualified by 
the General Counsel. 

(b) After selection of a foreclosure 
commissioner, the General Counsel 
shall designate the commissioner in 
writing to conduct the foreclosure and 
sale of the particular multifamily 

mortgage. The written designation 
shall be duly acknowledged and shall 
state the name and business or residen-
tial address of the commissioner and 
any other information the General 
Counsel deems necessary. The designa-
tion shall be effective upon execution 
by the General Counsel or his des-
ignate. Upon receipt of the designation, 
the commissioner shall demonstrate 
acceptance by signing the designation 
and returning a signed copy to the 
General Counsel. 

(c) The General Counsel may at any 
time, with or without cause, designate 
a substitute commissioner to replace a 
previously designated commissioner. 
Designation of a substitute commis-
sioner shall be in writing and shall con-
tain the same information and be made 
effective in the same manner as the 
designation of the original commis-
sioner. Upon designation of a sub-
stitute commissioner, the substitute 
commissioner shall serve a copy of the 
written notice of designation upon the 
persons listed at sections 369(1) (A) 
through (C) of the Act (12 U.S.C. 3708(1) 
(A) through (C)) either by mail, in ac-
cordance with section 369(1) of the Act 
(12 U.S.C. 3708(1)), except that the time 
limitations in that section will not 
apply, or by any other manner which in 
the substitute commissioner’s discre-
tion is conducive to giving timely no-
tice of substitution. 

§ 27.15 Notice of default and fore-
closure sale. 

(a) Within 45 days after accepting his 
or her designation to act as commis-
sioner, the commissioner shall com-
mence the foreclosure by serving a No-
tice of Default and Foreclosure Sale. 

(b) The Notice of Default and Fore-
closure Sale shall contain the fol-
lowing information: 

(1) The Notice shall state that all de-
posits and the balance of the purchase 
price shall be paid by certified or cash-
ier’s check. The Notice shall state that 
no deposit will be required of the Sec-
retary when the Secretary bids at the 
foreclosure sale. 

(2) Any terms and conditions to 
which the purchaser at the foreclosure 
sale must agree under § 27.20. The No-
tice need not describe at length each 
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and every pertinent term and condi-
tion, including any required use agree-
ments and deed covenants, if it de-
scribes these terms and conditions in a 
general way and if it states that the 
precise terms will be available from 
the commissioner upon request. 

(c) The Notice need not be mailed to 
mortgagors who have been released 
from all obligations under the mort-
gage. 

(d) In deciding which newspaper or 
newspapers to select as general circula-
tion newspapers for purposes of publi-
cation of the required notice, the com-
missioner need not select the news-
paper with the largest circulation. 

(e) In addition to Notice posting re-
quirements included in the Act, the 
Notice shall also be posted in the 
project office and in such other appro-
priate conspicuous places as the com-
missioner deems appropriate for pro-
viding notice to all tenants. Posting 
shall not be required if the commis-
sioner in his or her discretion finds 
that the act of posting is likely to lead 
to a breach of the peace or may result 
in the increased risk of vandalism or 
damage to the property. Any such find-
ing will be made in writing. Entry on 
the premises by the commissioner for 
the purpose of posting shall be privi-
leged as against all other persons. 

(f) When service of the Notice of De-
fault and Foreclosure Sale is made by 
mail, the commissioner shall at the 
same time and in the same manner 
serve a copy of the instrument by 
which the General Counsel, under 
§ 27.10(b), has designated him or her to 
act as commissioner. 

(g) At least 7 days before the fore-
closure sale, the commissioner will 
record both the instrument designating 
him or her to act as commissioner and 
the Notice of Default and Foreclosure 
Sale in the same office or offices in 
which the mortgage was recorded. 

§ 27.20 Conditions of foreclosure sale. 
(a) The requirements of section 

367(b)(2)(A) of the Act (12 U.S.C. 
3706(b)(2)(A)) apply if a majority of the 
residential units in a property subject 
to foreclosure sale pursuant to the Act 
and this subpart are occupied by resi-
dential tenants either on the date of 
the foreclosure sale or on the date on 

which the General Counsel designates 
the foreclosure commissioner. 

(b) Terms which the Secretary may 
find appropriate to require pursuant to 
section 367(b) of the Act (12 U.S.C. 
3706(b)), and such other provisions of 
law as may be applicable, may include 
provisions relating to use and owner-
ship of the project property, tenant ad-
mission standards and procedures, rent 
schedules and increases, and project 
operation and maintenance. In deter-
mining terms which may be appro-
priate to require, the Secretary shall 
consider: 

(1) The history of the project, includ-
ing the purposes of the program under 
which the mortgage insurance or as-
sistance was provided, and any other 
program of HUD under which the 
project was developed or otherwise as-
sisted and the probable causes of 
project failure resulting in its default; 

(2) A financial analysis of the project, 
including an appraisal of the fair mar-
ket value of the property for its high-
est and best use; 

(3) A physical analysis of the project, 
including the condition of the struc-
ture and grounds, the need for rehabili-
tation or repairs, and the estimated 
costs of any such rehabilitation or re-
pairs; 

(4) The income levels of the occu-
pants of the project; 

(5) Characteristics, including rental 
levels, of comparable housing in the 
area, with particular reference to 
whether current conditions and dis-
cernible trends in the area fairly indi-
cate a likelihood that, for the foresee-
able future after foreclosure and sale, 
the project will continue to provide 
rental or cooperative housing and mar-
ket rentals obtainable in the project 
will be affordable by low- or moderate- 
income persons; 

(6) The availability of or need for 
rental housing for low- and moderate- 
income persons in the area, including 
actions being taken or projected to be 
taken to address such needs and the 
impact of such actions on the project; 

(7) An assessment of the number of 
occupants who might be displaced as a 
result of the manner of disposition; 

(8) The eligibility of the occupants of 
the property for rental assistance 
under any program administered by 

VerDate Aug<31>2005 14:50 Apr 22, 2008 Jkt 214077 PO 00000 Frm 00273 Fmt 8010 Sfmt 8010 Y:\SGML\214077.XXX 214077eb
en

th
al

l o
n 

P
R

O
D

P
C

60
 w

ith
 C

F
R


		Superintendent of Documents
	2016-05-31T11:06:09-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




